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International Development Association 


The Articles of Agreement of the International 
Development Association (IDA), the proposed new 
financing institution to be affiliated with the World 
Bank, are now ready for acceptance by prospective 
member governments. The text of the Articles of Agree- 
ment, together with a Report by the Executive Direc- 
tors of the World Bank, is being transmitted to the 68 
member governments of the Bank. The next step will 
be for those governments desiring to join IDA to take 
whatever legislative or other action may be required to 
accept membership and to subscribe funds. The Arrti- 
cles provide that IDA will enter into force when govern- 
ments whose subscriptions aggregate at least 65 per 
cent of total initial subscriptions have accepted mem- 
bership. The Articles will remain open for signature 
by original members until December 31, 1960. The 
earliest date on which IDA may come into being is 
September 15, 1960. 

A preamble to the Articles states the conviction of 
the signatory governments that mutual cooperation for 
constructive economic purposes, healthy development 
of the world economy, and balanced growth of inter- 
national trade foster peace and world prosperity; that 
higher standards of living and economic and social 
progress in the less developed countries are desirable, 
not only in the interests of those countries but also for 
the international community as a whole; and that 
achievement of these objectives would be facilitated by 
an increase in the international flow of capital, public 
and private, to assist in the development of the resources 
of the less developed countries. 

The purposes of IDA are defined as follows: “... to 
promote economic development, increase productivity 
and thus raise standards of living in the less developed 
areas of the world included within the Association’s 
membership, in particular by providing finance to meet 
their important developmental requirements on terms 
which are more flexible and bear less heavily on the 
balance of payments than those of conventional loans, 
thereby furthering the developmental objectives of the 
International Bank for Reconstruction and Development 
(hereinafter called ‘the Bank’) and supplementing its 
activities.” 

The initial resources proposed for IDA are $1 billion, 
an amount which will be obtained if all the members of 
the Bank join IDA and thereby accept the subscriptions 
assigned to them. IDA subscriptions are to be roughly 
proportionate to subscriptions to the Bank’s capital. 


Thus, the United States would be the largest sharehold- 
er, with a subscription of $320.29 million. The United 
Kingdom would be the next largest, with $131.14 mil- 
lion. Voting rights will be roughly proportionate to 
subscriptions. 

Member countries have been divided into two groups 
for purposes of subscription of funds. Subscriptions 
will be payable over a five-year period, and the coun- 
tries in both groups will subscribe 10 per cent of their 
initial subscriptions in gold or freely convertible cur- 
rencies. Countries in the first group, which are de- 
scribed as “more industrialized”—Australia, Austria, 
Belgium, Canada, Denmark, Finland, France, Ger- 
many, Italy, Japan, Luxembourg, the Netherlands, 
Norway, Sweden, the Union of South Africa, the United 
Kingdom, and the United States—and whose total sub- 
scriptions amount to $763 million, will pay the remain- 
ing 90 per cent in five equal installments in gold or 
freely convertible currencies, whereas the second group, 
the 51 less developed member countries, whose total 
subscriptions amount to $237 million, will pay their 
90 per cent in their national currencies, which IDA 
will not be free to convert into other currencies or to 
use to finance exports from the country concerned 
without its consent. The hope is expressed that the 
more developed of the second group of countries will 
soon be in a position to release at least some part 
of the 90 per cent of their subscriptions from these 
restrictions. 

IDA is to finance development in the less developed 
member countries and in the less developed dependent 
and associated territories included within the member- 
ship of member countries. Its financing is to be for 
purposes which “are of high developmental priority in 
the light of the needs of the area or areas concerned 
and, except in special circumstances, . 
projects.” 


. . for specific 
IDA is thus authorized to finance “any proj- 
ect . . . which will make an important contribution to 
the development of the area or areas concerned, wheth- 
er or not the project is revenue-producing or directly 
productive. Thus, projects such as water supply, sanita- 
tion, pilot housing, and the like, are eligible for 
financing, although it is expected that a major part of 
the Association’s financing is likely to be for projects 
of the type financed by the Bank.” The words “specific 
projects” are to be understood, as they are in the 


Bank’s practice, to include such proposals as a railway 
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program, an agricultural credit program, or a group of 
related projects forming part of a development pro 
gram. IDA will not provide financing if it is available 
from private sources on reasonable terms, or could be 
provided by loans of the type made by the Bank. 

IDA will impose no conditions that the proceeds of 
its financing shall be spent in the territories of any 
particular member or members; it will in general follow 
the practice of the Bank in encouraging borrowers to 
make use of international competition in the placing of 
orders for goods and services. It will also follow the 
Bank in disbursing its funds to recipients only to meet 
expenses in connection with a project as they are 
actually incurred. 

IDA’s financing out of initial subscriptions is to take 
the form of loans. The forms and terms of the loans 
shall be such as IDA “may deem appropriate.” This 
will permit the provision of finance in any of a number 
of ways; for example, by providing for lenient terms of 
repayment (such as loans repayable in foreign exchange 
with long maturities or long periods of grace, or both, 
or loans repayable wholly or partly in local currency), 
by lending free of interest or at a low rate of interest, 
or by some combination of the foregoing. 

IDA may provide financing to a member government, 
to the government of a territory included within IDA’s 
membership, to a political subdivision, to a public or 
private entity in the territories of a member or mem- 
bers, or to a public international or regional organiza- 


tion. It is left to IDA’s discretion whether to require a 
governmental or comparable guarantee when lending to 
a borrower other than a member government. IDA is 
directed to cooperate with other public international 
bodies and member countries providing financial and 


technical assistance to the less developed areas, and 


IBRD Bond Issue 


A new issue of $125 million of International Bank 
for Reconstruction and Development (IBRD) twenty- 
five-year 5 per cent bonds of 1960 was placed on the 
market on February 9 by an underwriting group com- 
posed of 181 investment firms and commercial banks 
and headed jointly by Morgan Stanley & Co. and The 
First Boston Corporation. The bonds, due February 15, 
1985, are priced at 100 per cent and accrued interest 
to yield 5 per cent to maturity. 


The bonds are not redeemable prior to February 15, 
1970. As a sinking fund, the Bank will retire 
$3,750,000 of the issue on or before August 15 in each 
of the years 1970 through 1979, and $5 million on or 
before August 15 in each of the years 1980 through 
1984. The sinking fund is calculated to retire 50 per 
cent of the issue prior to maturity. The sinking fund 
redemption price is 100 per cent. The bonds are 
redeemable on or after February 15, 1970 at the option 
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specifically to enter into formal arrangements with the 
United Nations. 

It is provided that IDA shall not interfere in the 
political affairs of member countries or be influenced in 
its decisions by the political character of the member 
or members concerned. Only economic considerations 
are to be relevant to IDA’s decisions. 

It is contemplated that the first review of the ade- 
quacy of IDA’s resources will take place during the 
first five-year period, and subsequent reviews will be 
made at intervals of approximately five years there- 
after. 

IDA may enter into arrangements to receive from 
any member, in addition to its own subscription, 
supplementary resources. in the currency of another 
member provided that the member whose currency is 
involved does not object. For example, the United 
States has indicated that it might offer to IDA some 
of its holdings of foreign currencies arising through 
sales of surplus commodities under Public Law 480. 
The provision of such supplementary resources would 
not entitle the subscribing member to any additional 
voting rights. 

IDA is to have a Board of Governors, Executive 
Directors, and a President, all of whom will be the 
holders of those positions in the Bank, serving ex 
officio in IDA. The Governors may delegate to the 
Executive Directors the same broad powers as have 
been so delegated in the affairs of the Bank. Officers 
and staff of the Bank are to be appointed, to the extent 
practicable, to serve as such in IDA, which accordingly 
will have no separate officers or staff, at least initially. 
Source: International Bank for Reconstruction and 

Development, Press Release, Washington, 
D.C., February 1, 1960. 


of the Bank at 102% per cent to and including Febru- 
ary 14, 1975 and at decreasing premiums thereafter. 

As for other IBRD issues sold in the United States 
in recent years, the Bank, in addition to offering bonds 
for regular delivery, is offering certain institutional 
investors the privilege of taking delayed delivery of the 
bonds on one or more quarterly dates through Febru 
ary 15, 1962. A commitment fee at the rate of % per 
cent per annum from February 24, 1960 will be paid 
by the Bank under delayed delivery contracts. The 
purpose of the delayed delivery arrangement is to enable 
the Bank to coordinate a portion of its borrowings with 
loan disbursements and to permit purchasers of the 
bonds to suit individual preferences in the light of their 
own projected cash positions. 

This offering is the eleventh issue of IBRD bonds to 
be marketed in the United States on a negotiated basis 
by underwriting groups headed by Morgan Stanley & 
Co. and The First Boston Corporation. The last previ- 
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ous sale was a $100 million issue of fifteen-year 412 
per cent bonds in November 1958. 


When account is taken of the present issue, the retire- 
ment of $25 million of 4% per cent notes of 1957, the 
delivery of bonds under delayed contracts, the issue, 
equivalent to $13,961,605, of twelve-year Swiss franc 
bonds of 1960, and the $47,619,048 to be drawn after 
January 31, 1960 under a deutsche mark borrowing ar- 
ranged in December 1959, the Bank’s funded debt will 
be $2,159,402,654, which includes $1,749,866,000 
payable in U.S. dollars and the equivalent of 
$409,536,654 in other currencies. 


Between the time of its establishment and Decem- 
ber 31, 1959, the Bank had entered into loan commit- 
ments whose principal amount totaled the equivalent 
of $4,871,037,893; their purpose was to finance pro- 
grams and projects in 51 countries. The loan commit- 
ments effective and held by the Bank on December 31, 
1959 totaled $3,531,488,550, of which the undisbursed 
balance was $862,453,852. 


International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., February 9, 1960. 


Source: 


Gold Certificate Sales 


On January 28, the Deutsche Bundesbank stated 
that the issue in Germany of gold certificates by the 
International Gold Corporation (see this News Survey, 
Vol. XII, p. 189) would involve an unauthorized issue 
of vouchers which might be used to make payments in 
lieu of the legally authorized means of payment. Atten- 
tion was drawn to paragraph 35 of the Bundesbank 
Act, under which the issue and use of unauthorized 
means of payment is made punishable by law. 


It is reported that the Swiss National Bank also 
objects to transactions in these certificates, which are 
in bearer form and for small amounts so that it is 
feared that they might be confused with banknotes. 


Sources: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
January 29, 1960; The Times, London, Eng 
land, January 29, 1960. 


Loans of Export-Import Bank of Washington 


The Export-Import Bank of Washington announced 
on January 20 a 12-year loan of Rs 22.5 million 
(US$4.7 million) to the Goodyear Tyre and Rubber 
Co. of India Private Ltd., an affiliate of the Goodyear 
Tire and Rubber Company of Akron, Ohio. The loan, 
which is the largest foreign currency transaction made 
thus far by the Bank, will be used to finance the con- 
struction in the New Delhi area of a rubber manufac- 
turing plant and to help provide working capital for 
the plant. 


On January 20, a 5-year loan of LT 7 million 
(about $800,000) to the Minneapolis-Moline Turk 
Traktor ve Ziraat Makineleri A.S., of Ankara, was 
announced. The company, which is an affiliate of the 
Minneapolis-Moline Company of Hopkins, Minnesota, 
manufactures and assembles farm tractors, agricultural 
machinery, and road-building equipment. The loan is 
guaranteed by the Agricultural Bank of Turkey. 

Approval of a 10-year loan of $13.6 million to the 
Hindustan Aluminium Corporation, Limited, of India, 
was announced on January 27. The funds are to be 
used to purchase U.S. equipment and services to help 
build an aluminum reduction plant. The company is a 
joint undertaking organized by the Kaiser Aluminum 
and Chemical Corporation of Oakland, California, and 
the Birla interests in India. 

Iwo 15-year loans, totaling $47.5 million, to the 
Republic of Indonesia were announced on January 29: 
$33.2 million to help construct a fertilizer plant and 
$14.3 million to build a thermal electric power generat- 
ing facility. 

A 10-year credit of $3 million to the Toyo Kohan 
Company, Ltd., Tokyo, was announced on February 3. 
The company, which produces tin plate and cold rolled 
sheet, will use the funds to purchase processing equip- 
ment from U.S. manufacturers. 

The Bank and the Government of Turkey signed on 
February 4 an agreement finalizing loans totaling $12.2 
million to assist in the Turkish stabilization program: 
$1 million to expand bituminous coal mining; $1.7 mil- 
lion to purchase U.S. copper-mining equipment; $4 
million for the development of forest resources; and 
$5.5 million to procure equipment for lignite mining. 
The credits are allocated under a $37.5 million line of 
credit authorized by the Bank in September 1958 for 
Turkey’s economic development. They are repayable 
over 4 years. 
Sources: The Export-Import 

Releases, 
ary 20, 27, 


1960. 


Bank of Washington, 
Washington, D.C., Janu- 
and 29, and February 3 and 4, 


Press 


Europe 


European Monetary Agreement 

The European Monetary Agreement (EMA), which 
originally was concluded for one year, has been pro- 
longed for an indefinite period by a decision of Decem- 
ber 21, 1959 of the Council of the Organization for 
European Economic Cooperation. It will be subject to 
a general review at the end of 1961. The Agreement 
was signed August 5, 1955 and came into force Decem- 
ber 27, 1958, at the time that external convertibility was 
restored for major European currencies and the Euro- 
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SS 


pean Payments Union (EPU) was dissolved (see this 
News Survey, Vol. XI, p. 210). 

[he multilateral payments system created by the 
EMA to provide a framework for monetary coopera- 
tion between its members has worked well. Under this 
system, central banks in the member countries set buy- 
ing and selling rates for the U.S. dollar, thereby giving 
a mutual exchange guarantee and setting the limits for 
the exchange rate fluctuations between the currencies 
of member countries. Within this exchange rate frame 
work, the actual payments are carried out smoothly in 
the exchange markets 

The credit facilities created by the EMA in the 
European Fund have also functioned satisfactorily. The 
capital of this Fund was originally $600 million, but it 
was increased to $607.5 million when Spain became a 
member during the first year of the Agreement. This 
total consists of $271.6 million of U.S. dollar holdings 
and certain other assets of the former EPU, and $335.9 
million of capital subscriptions obligated by member 
countries. Only $33 million of these subscriptions was 
called in the first year. During 1959, loans were made 
to Greece ($15 million), Spain ($100 million), and 
Turkey ($21.5 million). The loan to Greece was never 
taken up, while drawings under the loans to Spain and 
Turkey amounted to $24 million and $21 million, 
respectively. 

When the functioning of the EMA was reviewed at 
the end of its first year, the opportunity was taken to 
make a number of improvements in the detailed provi- 
sions of the Agreement. With one exception, these 
improvements are all of a technical nature. The one 
exception is a change that will make it possible for the 
European Fund to obtain, under certain conditions, 
special means of finance from participating countries in 
order to place at the disposal of borrowers larger 
amounts than would be available if the Fund had to 
rely exclusively on the capital subscriptions of members 

At the same time, a revision was made in the capital 
for the United King- 
dom, the subscription was reduced from $86.6 million 


subscriptions of some countries 


to $60.6 million; for France and also for Germany, it 
was increased from $42 million to $50 million; and for 
Italy, it was raised from $15 million to $25 million. 
Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, De- 
cember 21, 1959; Neue Ziircher Zeitung, 
Ziirich, Switzerland, January 31, 1960. 


U.K. Reserves 

In the two weeks following the increase in the U.K. 
bank rate (see this News Survey, Vol. XII, p. 230), 
the drain of funds in the United Kingdom appears to 
have come to an end. From November, the higher 
interest rates and the influence of tight money in the 


United States were drawing reserves away from Lon- 
don at the rate of about $50 million a month. In Janu- 
ary as a whole, reserves fell by £18 million (US$50 
million), to £959 million. Two thirds of this fall was 
attributable to special payments ($20 million to Euro- 
pean creditors for old debts under the European Pay- 
ments Union and $14 million as the first monthly 
installment to pay off Britain’s remaining indebtedness 
to the International Monetary Fund by the end of 
1961). In the last ten days of January, reserves prob- 
ably showed a modest improvement; and in the first 
week of February, sterling continued strong, rising to 
$2.80 54,. Seasonal influences are most favorable for 
sterling in the early months of the year. 


Bill rates in London have risen to more than 442 per 
cent. Rates in New York, however, have begun to fall; 
three-month bills are selling in the market below 4 per 
cent, and the tender rate in the first week of February 
was 4.04 per cent, compared with a peak of 4.67 per 
cent just before Christmas. The easing is in part sea- 
sonal, but it also reflects the response of investors to 


the attraction of high yields in the money market. 


Source: The Economist, London, England, February 6, 


1960. 


Further Liberalization of U.K. Trade and Payments 

The U.K. Government announced on January 28 
that, with effect from February 1, 
be removed from dollar imports of tobacco and tobacco 


restrictions would 


manufactures (other than cigars), fresh and frozen fish, 
In addition, restric 
tions imposed under the Anglo-American Film Agree- 
ment on the remittance of earnings from U.S. films in 
the United Kingdom are to be removed and the Agree- 
ment terminated. It was also stated that the United 
Kingdom intends to progress in removing restrictions as 


synthetic rubber, and transistors. 


soon as possible, although there are some special prob- 
lems which it will take some time to resolve. 


Apart from items to which restrictions apply regard- 
less of the source of the imports, the remaining items 
that are subject to restriction if they originate from the 
dollar area are now limited to aeroplanes weighing 
more than 4,500 pounds, alcoholic beverages other than 
whisky, bananas, bottled or canned fruit, fresh grape- 
fruit, grapefruit juice, orange juice, pigmeat, pharma- 
ceutical products, and cigars. 


Source: The Financial Times, London, England, Janu- 
ary 29, 1960. 


Credit Agreement in Norway 


In a statement to the Norwegian Parliament on the 
terms of the new credit agreement with banks and life 
insurance companies, the Minister of Finance noted 
that subscriptions to @pmestic government loans in 
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1959 totaled NKr 887 million (US$124 million), of 
which NKr 713 million represented long-term loans. 
Private banks subscribed NKr 569 million in accord- 
ance with the previous credit agreement (see this News 
Survey, Vol. XI, p. 248). Bank deposits increased 
sharply over the year. Those at the commercial and 
savings banks rose in the 12 months ended December 1, 
1959 by NKr 614 million, to NKr 12,630 million, while 
loans and advances increased by NKr 691 million. The 
resources administered by the life insurance companies 
also rose significantly. 

The new credit agreement concluded after discussion 
with the Joint Consultation Council contains approxi- 
mately the same conditions as the agreement for 1959. 
Banks are to reinvest the proceeds of the redemption 
of government and government-guaranteed loans in 
new bonds. Individual savings banks will increase their 
holdings of government and government-guaranteed 
bonds by 15 per cent of the increase in deposits (com- 
pared with 25 per cent in last year’s agreement). The 
commercial banks are to maintain their holdings of 
these bonds at the same level as on December 1, 1959. 
Life insurance companies will subscribe NKr 70 million 
to new government loans and will increase their hold- 
ings of government and government-guaranteed bonds 
by at least NKr 45 million. The terms of the loans 
remain largely unchanged. For the life insurance com- 
panies, a 5 per cent 35-year type is envisaged, but it 
will be issued this year at 101 per cent instead of at 
par. For the investments of the savings banks, the 
government loans will be of 5 years’ duration and their 
interest rate will be 1 per cent above the Bank of Nor- 
way’s discount rate, but not less than 442 per cent. The 
Ministry of Finance and the Bank of Norway had 
wished to discontinue the discount rate clause, but as 
it was not possible to reach agreement on new terms, it 
was decided to prolong the earlier arrangement for only 
the first quarter of this year. The terms of these loans 
are to be reconsidered later, in the light of a report on 
instruments of monetary and credit policy which the 
Joint Consultation Council will issue in the near future. 

The agreement also deals with the directives for the 
loans and advances of private banks. Like the 1959 
agreement, it does not establish a ceiling on lending, but 
an individual bank must, on the basis of its own evalu- 
ation and knowledge of the credit requirements of the 
applicant and the district, assess the degree to which 
increased credit should be made available. The banks 
and insurance companies also are requested to give par- 
ticular weight to the following considerations: (1) In 
connection with Norway’s participation in the European 
Free Trade Association, it is important for production 
and employment that competitive enterprises continue 
their activéties. Export possibilities may be opened for 
enterprises previously producing for only the home 


market, and this may increase the need for credit, e.g., 
for financing of exports. (2) For foreign exchange 
reasons, it is considered necessary for purchases of ships 
from abroad to be financed as far as possible by foreign 
borrowing. (3) Loans for investment purposes should 
not be granted in the form of lines of credit but in the 
form of long-term loans with regular repayments. The 
banks are also asked to pay particular attention to the 
financing of power stations and shipbuilding and to the 
provision of export credits where these are needed in 
order to assure completion of the export transaction. 
The same quotas established in 1959 have been fixed 
for the issues of bearer bonds by the mortgage credit 
associations. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, January 13 and 16, 1960. 


Finland's Tariff Reform 

An Act on the Customs Tariff which has been sub- 
mitted to the Finnish Diet is intended to revise the 
Finnish tariff, which was established in 1939, by adopt- 
ing the Brussels customs nomenclature and shifting the 
emphasis from specific to ad valorem duties. It is also 
proposed, with a view to effective action against dump- 
ing, to empower the Cabinet to decree increases of 
duty to not more than double the amount indicated in 
the tariff and to impose an ad valorem duty not exceed- 
ing 25 per cent on any import that was previously duty 
free. The Cabinet is also authorized to decree a reduc- 
tion of duty of not more than 50 per cent of the amount 
stated in the tariff. Any such changes must be reported 
immediately to the Diet, and the changes will be 
rescinded if the Diet so decides. 
Source: AB Nordiska Foreningsbanken, Unitas, Hel- 

sinki, Finland, No. 4, 1959. 


Economic Developments in Italy 

The Italian economy continued to expand rapidly in 
1959, and, as some 400,000 new jobs were created, 
some further progress was made in reducing unemploy- 
ment. According to preliminary estimates, gross national 
product at constant prices exceeded that in 1958 by 
5.8 per cent. The salient features of this expansion 
were a Satisfactory harvest, a sharp increase in indus- 
trial production, and a further rise in foreign trade. 

Industrial production increased steadily throughout 
the year. The index of industrial output for the first 
11 months of 1959 averaged 10.1 per cent more than 
in the corresponding period of 1958. Among the various 
industrial sectors, there were increases of about 7.5 per 
cent in mining, 10.5 per cent in manufacturing, and 
5.9 per cent in electricity and gas. Within the mining 
sector, expansion was particularly marked for coal and 
fuels. In manufacturing, the highest percentage in- 
creases were for artificial and synthetic fibers, chemi- 
cals, rubber, hides and leather, textiles, and motor 
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vehicles; output of iron and steel rose by some 5 per 
cent. Housing construction recovered from the slowing 
down in 1958, and the number of dwellings completed 
in 1959 was estimated to be 5 per cent more than in 
the preceding year. 

In the first 11 months of 1959, the volume of exports 
was 19 per cent more than in the corresponding period 
of 1958; but since export prices declined somewhat, 
the rise in the total value was somewhat less (12 per 
cent). The volume of imports rose by about 7 per cent, 
but the value by only 4 per cent, as import prices fell. 
In the same period, the foreign trade deficit was reduced 
from Lit 379 billion to Lit 275 billion, or by approxi- 
mately 27 per cent. Among exports, there were con- 
siderable increases in textiles (including shoes), chemi- 
cals, and motor vehicles; exports of fruits, vegetables, 
and refined petroleum products also expanded, but their 
prices declined. Among imports, there were marked in- 
creases in textile raw materials, timber, paper, and in- 
dustrial machinery, but imports of coal, iron minerals, 
iron and steel scrap, and rubber decreased. Both im- 
ports from and exports to countries in the European 
Common Market and countries of Eastern Europe ex- 
panded considerably. As Italy’s sales of automobiles, 
shoes, and woolen textiles to the United States were 
increased, and purchases of oil products, iron and steel 
scrap, cotton, and machinery were reduced, the trade 
balance with the United States improved substantially. 

Prices decreased slightly in the first half of 1959 but 
recovered later; at the end of November, price indices 
were the same as at the end of November 1958. Money 
wages increased somewhat, but the price increasing 
effect of this rise was largely offset by a decrease in 
import prices. The credit situation continued to be char- 
acterized by marked liquidity; bank deposits continued 
to grow rapidly, in part as a result of the persistent 
inflow of foreign exchange, while demand for bank 
credit rose appreciably only in the second half of the 
year. 

The balance of payments, which in 1958 showed a 
current account surplus of about $580 million and an in- 
crease of some $850 million in official reserves, im- 
proved further in 1959. In addition to the reduction 
in the trade deficit, there was a further rise in net 
receipts from services, especially tourism, emigrants’ 
remittances, and investment income. Also, the net in- 
flow of foreign capital exceeded that in 1958. As a 
result of these developments, net official holdings of 
gold and convertible currencies increased by some $1 
billion and amounted to more than $3 billion at the end 
of 1959 (see this News Survey, Vol. XII, p. 216). 
Sources: The Statist, London, England, December 12, 
1959; Corriere della Sera, December 31, 
1959, and 24 Ore, January 12 and 20, 1960, 
Milan, Italy; The Journal of Commerce, New 
York, N.Y., January 1, 1960. 


Wages and Prices in Germany 


The Memorandum on the Development of Wages 
and Prices, prepared by the Deutsche Bundesbank at 
the request of the Federal Chancellor, concludes that 
the increase in the general price level in 1959 was due 
mainly to the rise in the prices of foodstuffs. These 
price increases disquieted public opinion and also 
prompted demands for wage increases. It is hoped 
that the steps taken to encourage imports, coupled with 
a more favorable harvest in 1960, will lead to a 
decline in prices of foodstuffs, particularly fruits and 
vegetables. 

The small increases in the prices of industrial con- 
sumer goods since the summer of 1959 should not 
be overemphasized. On the other hand, the latent dan- 
gers which stemmed from excess demand and from 
massive demands for higher wages should not be 
ignored. So far, there have been no detrimental con- 
sequences, but there would be such consequences if 
these latent changes were not countered in time. In 
order to maintain an adequate rate of expansion 
achieved without price increases, it is essential that 
reasonable limits— 
On the other hand, the 
fulfillment of the justified claims of the unions should 


wage demands—justified within 
should not be exaggerated. 


not be hindered by a failure to bring prices down at 
a time when the cost situation justifies price declines. 
In conclusion, the Deutsche Bundesbank recommends 
the adoption of the most liberal import policy possible, 
a liberal application of the agricultural market regu 
lations, and increased rationalization of the retail sys- 
tem. Much could also be achieved by exercising closer 
control over the price fixing of monopolistic and quasi- 
monopolistic concerns. 


Sources: Frankfurter Allgemeine Zeitung, January 27, 
1960, and Deutsche Bundesbank, Ausziige 
aus Presseartikeln, January 28, 1960, Frank- 


furt am Main, Germany. 


German Foreign Trade 


Imports of the Federal Republic of Germany (in- 
cluding West Berlin and the Saar) in 1959 are provi- 
sionally estimated at DM 35.1 billion, and exports at 
DM 41.2 billion. Compared with 1958, imports in- 
creased by 12.9 per cent and exports by 11.3 per cent. 
The trade surplus was about the same in each year— 
DM 6 billion in 1959 and DM 5.9 billion in 1958. 
Average import prices declined by 5 per cent in 1959 
and average export prices fell by 3 per cent, with the 
result that the volume of imports increased by 18 per 
cent and the volume of exports by 14 per cent. 
Source: Statistisches Bundesamt, Statistischer Wochen- 

dienst, Wiesbaden, Germany, January 29, 1960. 
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Middle East 
Exports of Iraq 


Iraq’s exports (other than oil) for 1959 are esti- 
mated at the equivalent of US$32.1 million, a decline 
of $7.6 million from the 1958 figure. The decline is 
attributed to smaller crops of barley and dates. There 
was also a shift in the direction of exports. The value 
of shipments to the United Kingdom, at $4.2 million, 
was about half the 1958 value. Exports to the U.S.S.R., 
on the other hand, rose to about $2.8 million, from 
$20,720 in 1958. 


Source: Middle East Economic Digest, London, Eng- 
land, February 5, 1960. 


Oil Production and Income in Iran 


Crude oil production in Iran during 1959 amounted 
to a record figure of 44.7 million long tons, an increase 
of 12 per cent over the 1958 figure. The Government's 
receipts in royalties and taxes were the equivalent of 
US$258 million, an increase of 5 per cent over the 
previous year. Increased budgetary expenditures for 
the coming year have necessitated a further shift in the 
allocation of oil receipts. It is reported that for the 
fiscal year beginning March 21, 1960, 50 per cent of 
the oil revenues will be allocated to the Plan Organi- 
zation for development, a decrease from the 60 per cent 
allocated during the current year and the 55 per cent 
which had been anticipated for the coming year. 
Source: Middle East Economic Digest, London, Eng- 

land, February 5, 1960. 


Far East 


Steel Production Program in India 

India has reached an agreement, in principle, with 
the Soviet Union to expand the production capacity of 
the Bhilai steel plant, which is being set up with Soviet 
aid, from the present 1 million tons to 2% million tons 
during the Third Five Year Plan. The construction of 
the plant is entering the third and final stage; comple 
tion is expected by the end of 1961. It started produc- 
ing steel in October 1959 and has already turned out 
about 43,000 tons of steel ingots. Production of pig 
iron began in February 1959, with the inauguration of 
the first blast furnace. 


Source: Information Service of India, Jndiagram, Wash- 
ington, D. C., January 28, 1960. 


Assistance by India fo Nepal 

According to a press statement issued by the In- 
dian Ministry of External Affairs, the Indian Gov- 
ernment has agreed to make available Rs 140 million 
(US$29.4 million) to assist Nepal in its development 
program. It also has undertaken to construct the East 


Kosi (Chatra) Canal at a cost of Rs 30-40 million. The 
total amount of Rs 180 million includes Rs 40 million 
of a previous grant which is not likely to be spent 
during Nepal’s First Plan period. 

Terms of a new treaty, to replace the existing Treaty 
of Trade and Commerce, have been discussed by the 
two Governments, which have agreed that the new 
treaty should provide for the separation of Nepal’s 
foreign exchange account from that of India and the 
regulation by the Government of Nepal of its foreign 
trade. In view of the close connection between the 
economies of India and Nepal, the two Governments 
agreed to work out details that would facilitate the ex- 
pansion of Nepal’s trade with India and other countries 
and would promote cooperation between India and 
Nepal in the field of economic development. 

Source: Information Service of India, Jndiagram, Wash- 
ington, D. C., January 29, 1960. 


Three-Year Plan in Thailand 

The Finance Minister of Thailand announced in De- 
cember that a three-year plan would be launched in 
October 1961 in conjunction with a longer term (six- 
year) plan. No over-all investment figure has as yet 
been announced for either of these plans, which, instead 
of setting rigid targets, are based on giving government 
support to projects accepted by the Investment Board. 
So far, the Board has approved 18 applications for 
investment projects, totaling B 175 million, which will 
give employment to 3,570 persons. Diversification of 
the Thai economy will be pushed along agricultural and 
industrial lines, but rice will remain the major export 
product. In order to facilitate budgetary planning, the 
Government will endeavor to conclude long-term con- 
tracts with rice-importing countries. 
Source: Far Eastern Economic Review, Hong Kong, 
December 31, 1959. 


Tax Revision in Thailand 

Thailand has revised its personal income, corporate 
income, and business taxes as of January 1, 1960. Al- 
though the range of rates for personal income taxes 
remains the same, namely, 10 to 50 per cent, additional 
brackets have been introduced in the income tax struc- 
ture, with resulting increases in rates in several cases. 

The rates for corporate income taxes have been 
raised from 10, 15, and 20 per cent to 15, 20, and 
25 per cent. In addition to paying the regular corporate 
income taxes, foreign companies operating in Thailand 
now have to pay a 15 per cent tax on profits transferred 
abroad. Exemption from this new tax for a period of 
from two to five years may be claimed by new or 
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expanding industries under the terms of Thailand’s In- 
dustrial Promotion Act (see this News Survey, Vol. XI, 
pp. 250 and 298). Business taxes in general have been 
increased from 1 to 1% per cent. 


The new tax rates for personal and corporate income 
taxes are retroactive to January 1, 1959, and those for 
business taxes — payable monthly —to December 1, 
1959. 


Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 11 and 


25, 1960. 


Foreign Orders for Japanese Ships 

According to the Japan Shipbuilders Association, the 
volume of export orders for ships received in Japan has 
increased substantially in recent weeks, following the 
liberalization by the Government of terms of payment 
for such exports. Under the new regulations, foreign 
shipowners are permitted to pay 50 per cent of the 
contract price in seven-year installments; previously, 
they were allowed to pay 40 per cent of the price in 
six-year installments. In the four weeks ended Janu- 
ary 28, export contracts were concluded for 190,000 
tons. This compares with contracts for 280,000 tons 
during the period April 1-December 20, 1959. 
Source: The Journal of Commerce, New York, N.Y., 
February 2, 1960 


Latin America 


Cuban Interest Rates 

Commercial banks in Cuba have been informed that 
an increase from 6 per cent to per cent in basic 
interest rates on bank loans is to be authorized under a 
new set of regulations issued by the National Bank of 
Cuba. 


crease the interest rate on its loans to commercial banks, 


The National Bank will, at the same time, in- 
from 4% per cent to 54% per cent. Bank advances on 
automobiles, real estate, jewels and art objects, and 
consumer durable goods are to be kept down, the banks 
being advised to “devote their available loanable funds 
preferably to agriculture, cattle, and industrial and 
mining activities.” By this restriction, it is intended to 
induce importers to seek financing from suppliers. 
Source: The Wall Street Journal, New York, N.Y., 
February 4, 1960. 


Prepayment by Peru on Loan from Export-Import Bank 

The Central Reserve Bank of Peru has made a pre- 
payment of $10.5 million on the loan of $15.5 million 
received from the Export-Import Bank of Washington 
under a $40 million line of credit authorized in 1958 


(see this News Survey, Vol. XI, p. 96). Repayments 

were scheduled for a five-year period beginning in 1962. 

Source: Banco Continental, News Letter, Lima, Peru, 
February 4, 1960. 


Other Countries 
Gold Production in South Africa 


Gold production in South African mines in Novem- 
ber 1959 was 1,723,282 ounces, valued at £21.5 mil- 
lion. This was slightly less than in October 1959, but 
greater by 1% million ounces than in November 1958. 
The number of natives employed, 358,746, was the 
smallest recorded since January, but was 25,000 greater 
than at the end of November 1958. The export value 
of prescribed materials under the Atomic Energy Act 
totaled £45.7 million in January-November 1959, 
nearly £3 million less than in January-November 1958. 
Source: Barclays Bank D.C.O., Overseas Review, Lon- 

don, England, January 1960. 


Issue of Ghana Treasury Bills 

A first issue of Ghana Treasury bills was made on 
February 9. The amount placed was some £G 2 mil- 
Further issues will be put out on March 8 and 
April 12. The bills are 91-day paper and are issued in 
multiples of £G 5,000 by the Bank of Ghana on behalf 
of the Government. 


lion. 


In announcing the first issue, the Deputy Governor 
of the Bank of Ghana stated that the intention is to 
have a permanent “float” of Treasury bills in Ghana 
and that this could mean the beginning of a money 
market. Banks and others would thus be given an out- 
let in Ghana for short-term employment of money which 
has normally been sent abroad for investment. 


Source: The Financial Times, London, England, Feb- 


ruary 6, 1960. 
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